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The Company 
Campbell Chibougamau Mines Ltd. is a natural resource 
company, active in: 


e the mining of copper and gold ores in Chibougamau, 
Quebec 


e the production of and exploration for oil and natural gas 
in Western Canada and the United States 


@ managing mineral exploration joint ventures for base and 
precious metals, tin, tungsten and asbestos in Canada 


e the exploration and development, with others, of a 
uranium deposit in British Columbia 


The cover represents the diverse activities of the 
Company as follows: 


The headframe of the Henderson Mine 
Airborne geophysical survey 

Drilling for oil and gas 

Front-end loader moving ore 
Geologist examining drill core 
Pump-jack on producing well 
Changing drilling bits 


NOAKRWM> 


Printed in Canada 


Highlights 


1978 1977 

Financial — 
Metal sales $ 6,780,000 $ 5,906,000 
Oil and gas income $ 782,000 $ 616,000 
Operating cash flow — positive (negative) $ 445,000 $ (75,000) 
Net loss $ 716,000 $ 3,995,000 
Per share $ 0.16 $ 0.91 
Working capital $ 7,282,000 $ 9,858,000 
Capital outlays — mining and exploration $ 1,360,000 $ 792,000 

— oil and gas $ 2,104,000 $ 1,179,000 
Equity per share $ 6.85 $ 7.01 
Operations — 
Tons milled 244,000 288,000 
Copper produced — lbs. 6,500,000 8,369,000 
Gold produced —ozs. 17,000 14,000 
Natural gas — mmcf 776 847 
Metal Prices — 
Average copper price per Ib. 60.78¢ 64.53¢ 
Average gold price per oz. $ 183.41 $ 133.90 


Annual Meeting to be held October 25, 1978 at La 
Maison Maillou, Quebec City, Quebec. 


A copy of the 1978 Annual Report on Form 10-K, filed with 
the United States Securities and Exchange Commission is 
available on request to the Secretary of the Company. 
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Directors’ Report 
to Shareholders 


The year ended June 30, 1978 was a 
significant one for a number of 
reasons: 

— An operating cash profit of 
$445,000 was generated, compared 

to a loss of $75,000 in 1977. 


— Work on the Blizzard uranium 
deposit in British Columbia has 
confirmed that it is of major 
significance. 


— Cash flow from oil and gas 
operations increased 27% to 
$782,000 over 1977. 


— Encouraging results were obtained 
from tin exploration in the Yukon 
and diamond drilling on the 
asbestos claim groups in 
Chibougamau. 


— Negotiation of a loan from the 
Government of Quebec to develop 
ore reserves and for underground 
exploration at the Cedar Bay Mine. 


After several difficult years, your 
Company realized an operating cash 
profit of $445,000 in fiscal 1978. The 
loss per share after non-cash items 
was reduced to 16¢ per share in fiscal 
1978 from 91¢ per share in fiscal 1977. 
The principal reasons for this 
improvement were the higher price of 
gold over the year and its increased 
production with greater tonnage 
coming from the better-grade gold 
areas of the Mines. The average price 
of gold received in fiscal 1978 was 
$183 (Cdn.) per ounce as compared to 
$134 in fiscal 1977. The average price 
received for gold in the first quarter of 
fiscal 1979 was approximately $222. 
Some 8,000 ounces of gold were 
produced in the last quarter of fiscal 
1978, more than double that produced 
in the previous three months. With 
the sale of these 8,000 ounces your 
Company expects to record a net 
profit in the first quarter of fiscal 1979. 


Copper prices improved in the last 
three months of the fiscal year. While 
the average selling price during fiscal 
1978 of 61¢ (Cdn.) per pound was 
lower than the 65¢ in fiscal 1977, 
copper prices on the London Metal 
Exchange in the first quarter of fiscal 
1979 averaged approximately 73¢ 


(Cdn.) per pound. World inventories of 
copper are declining with, in 
particular, inventories on the London 
Metal Exchange falling from a high of 
645,000 tons in January 1978 to 
430,000 tons in mid-September 1978, a 
decrease of over 30% in eight months. 
This trend should provide a firm 
support for future copper prices. 


The most important exploration 
development in fiscal 1978 was the 
confirmation of a significant uranium 
deposit on the Blizzard property, 
located near Beaverdell in British 
Columbia. The Company has a 10.5% 
interest in this property. Exploration 
results to date indicate a strike length 
of over 4,000 feet, with an average 
thickness of 24 feet and grading in 
excess of five pounds of uranium oxide 
per ton. The deposit lies at relatively 
shallow depths down to 250 feet and 
hence an open-pit operation with its 
lower mining costs is probable. 
Diamond and rotary drilling is 
continuing in order to delineate the 
mineralized zone and determine the 
magnitude of the uranium reserves. 
Engineering and environmental 
studies are underway, with the aim of 
reaching a production decision in late 
1979 or early 1980. 


Cash flow from oil and gas 
production rose to $782,000 in fiscal 
1978, compared to $616,000 in fiscal 
1977. Higher gas prices and increased 
production of oil contributed to this 
improvement. In line with the industry, 
the volume of gas sales declined in 
fiscal 1978, due to a surplus of natural 
gas in Alberta which, it is believed, will 
be temporary. Sales of oil increased to 
7,300 barrels in 1978 from 300 in 1977. 
An evaluation of the Company’s oil and 
gas reserves and unproven properties 
by independent consultants showed at 
March 31, 1978 an increase of 
approximately $2,000,000 over that at 
March 1, 1977, to which increase the 
value of production in the period must 
be added. 


A new joint venture was formed, 
managed by the Company, to continue 
exploration for tin and associated 
metals in the Yukon. Cassiterite, the 


principal mineral! of tin, has been 
found. A major program is planned for 
1979. 


An agreement was signed with the 
Government of the Province of 
Quebec, whereby the government 
agreed to advance funds for the 
development of ore reserves and for 
underground exploration at the Cedar 
Bay Mine, the object being to extend 
its life. The loan is repayable out of 
earnings from the Mine. At the request 
of the Government, the Company has 
submitted a similar proposal for 
development of ore and underground 
exploration at the Henderson Mine. 


We look forward to an improvement 
in profits from mining as well as oil and 
gas operations in fiscal 1979 in light of 
present prices. It is believed that 
continuation of our activities in other 
areas will lead to further growth of the 
Company. 


In view of the anticipated expansion 
in mining operations and to strengthen 
management, J. Gordon Strasser, 
Vice-President and General Manager 
of Mining Operations, has been 
transferred from Chibougamau to 
Toronto. 


In conclusion, your Directors wish to 
record their appreciation of the 
services of the Company’s staff, 
without which the significant 
improvements achieved could not 
have been attained. 


On behalf of the Board, 


Chairman of the Board, 
JACK N. BLINKOFF 


OLS one 


President, 
CHARLES L. McALPINE 


October 2, 1978 


Mines 
Petroleum — production & exploration 
Exploration — base metals 

— uranium 

— tin/tungsten 

— asbestos 

— Iron 


British 
Columbia Alberta 


Scotia 


Oklahoma 


Mexico 


Report on 
Operations 


Exploration of this zone on two 
adjacent levels is being undertaken. 


closed but resumption of operations is 
under consideration at this time, in 
view of the significant increase in the 
price of gold. 


Mining 

Both the Henderson and the Cedar 
Bay Mine divisions operated regularly 
throughout the year. The Merrill Open 
Pit closed early in the year, due to the 
low copper prices. By year-end all 
salvageable equipment had been 
removed from the Original Mine and its 
underground workings were allowed 


The Gwillim Lake Gold Mine remains 


All ore reserves are now calculatedby computer and may be summarized as follows: 


June 30, 1978 June 30, 1977 


to flood. % Gold % Gold 
Tons Copper o0z./ton Tons Copper oz./ton 
aie improvement in the price of Proven 6,769,000 1.49 036 6,968,000 1.50 037 
gold, operations were adjusted to Probable 2,253,000 1.36 050 2,867,000 1.36 .039 
accent production from the better- pe Be ee Bees 
TOTAL 9,022,000 1.46 .040 9,835,000 1.46 038 


grade gold areas. As a consequence, 
commencing in February, mill feed of 
higher dollar value was obtained. 


Production for fiscal 1978 was 
244,000 tons, grading 1.40% copper 
and .083 ounce of gold per ton as 
compared to 288,000 tons, grading 
1.56% copper and .059 ounce of gold 
per ton in fiscal 1977. The 
concentrator operated on a sirgle- 
shift, five-day week basis. Mill 
recoveries improved significantly to 
95.09% for copper and 86.12% for gold, 
the highest gold recovery in the 
Company’s history. 


Total costs per ton of mining, milling 
and administration increased 7%. The 
continuing success and acceptance 
by our employees of the cost control 
incentive plan was effective in 
controlling this increase through lower 
costs and increased productivity. 


In February, a program to develop 
existing ore reserves, combined with 
an exploration project, was initiated at 
the Cedar Bay Mine, following the 
signing of the Agreement with the 
Government of Quebec. 50% of the 
work was completed by June 30, 1978. 


At the Henderson Mine a successful 
exploration heading was driven on the 
1,800-foot level to probe a high-grade 
gold intersection. Stoping of this ore is 
underway and development continues, 
with 117,500 tons of gold-copper ore 
being added to the reserves at year 
end. 


Due to the planned flooding of the 
Original Mine, some 635,000 tons were 
removed from the total ore reserves, 
which are determined in a consistent 
manner from year to year. No 
allowance, however, is made for 
mining dilution which can affect both 


Oil and Gas 


The 27% increase in cash flow from 
oil and gas operations of the 
Company’s subsidiary, CCH 
Resources Ltd. (CCH), over that for 
1977 resulted from higher gas prices 
and greater oil production. Sales of 
natural gas declined to 776,000 mcf in 
1978 from 847,000 mcf in 1977 asa 
result of the gas surplus in Alberta. 
Sales of oil increased to 7,300 barrels 
in 1978 from 300 in 1977. With the 
greater activity, capital outlays in oil 
and natural gas operations rose 78% to 
$2,104,000 in 1978 from $1,179,000 in 
fiscal 1977. 


CCH participated in the drilling of 51 
wells in Canada and the U.S.A., of 
which 22 wells, 15 gas and 7 oil were 
successful. 


tonnage and grade, nor are 
adjustments made to the reserves as 
metal prices fluctuate. Surface and 
boundary pillars consisting of 
1,199,000 tons, grading 2.53% copper 
and .033 ounce in gold, are not 
included in the summary. 


CCH acquired significant interests in 
several new areas with oil and gas 
potential, most of which require further 
evaluation. A number of properties 
have acquired new significance as a 
result of both developments and 
discoveries, some of which are 
described under ‘‘Areas of Special 
Interest’’ below. CCH expects to 
participate in the drilling of 
approximately 30 wells in Western 
Canada and Oklahoma in the next six 
months. 


Evaluation of Oil and Gas 


Net Reserves after Present Worth Discounted 
Properties Deduction of Royalties at 12% before Income Tax 
An evaluation by independent March 31/78 March 1/77 March 31/78 March 1/77 
consultants of CCH’s oil and gas 
reserves and unproven properties as Oil (proven) 225,100 bbls. 14,700 bbls. $ 989,400 $ 37,800 
of March 31, 1978 is summarized Oil (probable) 281,200 bbls. = 146,100 = 
in the adjoining table. Total Oil 506,300 bbls. 14,700bbIs. _—‘1,135,500 37,800 
Gas (proven) 6,185 Mmcf. 7,580 Mmcf. 5,574,500 5,689,300 
; Gas (probable) 1,005 Mmcf. 1,375 Mmctf. 247,100 243,200 
Areas of Special TOTAL GAS 7,190 Mmcf. 8,955 Mmcf. 5,821,600 5,932,500 
Interest ————— eS SS 
TOTAL OIL & GAS 6,957,100 5,970,300 
i 1,588,000 608,000 
Alberta Unproven properties 


$8,545,100 $6,578,300 
West Pembina La 


CCH farmed out part of its interest in 
a 640-acre tract in the West Pembina 
area to a group of companies. This 
group spent over $1,000,000 to earn a 
40% interest and will recover this 
amount prior to any sharing of profit. 
The Nisku formation, the principal 
target of the well, did not yield 
hydrocarbons and the well was 
completed as a potential Lower 
Cretaceous oil well. 


Unproven properties consisted of compared to 134,000 net acres at 
108,000 net acres at March 31, 1978 as March 1, 1977. 


Seebe-Sibbald Creek 


CCH owns a 8.5% interest in 3,840 
acres in the foothills west of Calgary, 
containing a prospect with a potential 
for large gas reserves. A well on the 
property, Shell et al Sibbald 6-4-24- 
7W5, is expected to spud this fall and 
will take three to four months to 
complete. 


Bigoray 


A 17% interest is owned by CCH in 
1,920 acres and 5.6% in 640 acres. 
These lands are within the Nisku oil 
trend extending from the West 
Pembina area and the nearest Nisku 
producer is less than two miles away. 
Additional seismic surveys will be 
carried out before any drilling is 
planned. 


Heisler 


A two-well program is underway by 
another company to earn half of the | 
100% interest in 3,040 acres now held 
by CCH. The first well has been | 
successful in finding Lower 
Cretaceous gas. 


Navarre 
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CCH owns a 100% interest in Fm 
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second well. If both wells are drilled, zis 


MAPLE CREEK 


such company will earn a 50% interest. 


Saskatchewan 


In May 1978 CCH acquired a 25% 
interest in approximately 16,000 
acres in six separate parcels in 
Southwestern Saskatchewan. After 
completing a seismic program, an 
arrangement was concluded with 
another company whereby it will pay 
100% of CCH’s share of the costs of the 
first well on each of five parcels to earn 
one-third of CCH’s interest in the five 
parcels. Drilling will commence 
shortly. 
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Ontario 


CCH has recently acquired a 10% 
interest in approximately 23,000 acres 
near London in Southwestern Ontario. 
These lands are located in close 
proximity to the holdings of a major oil 
company which has announced a Six- 
well program on its holdings. 


SARNIA @ LONDON 


Oklahoma 


Several projects are under way in a 
joint venture in Osage County. Two 
recent oil discoveries are now on 


production and plans have been made CCH RESOURCES LTD. 
to drill up to eleven development wells SOUTHWESTERN ONTARIO 


before the end of 1978. 


CCH 10 % WORKING INTEREST IN 
APPROXIMATELY 23000 ACRES 
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Exploration and 
Diversification 


Very high-grade uranium ore 
from Blizzard deposit. 


The Company continues its policy of 
exploration diversification through 
participation in joint ventures. It is 
Currently involved in six such ventures 
with an annual budget totalling some 
$4,000,000. Total expenditures by the 
Company for fiscal 1978, including its 
share of the ventures, amounted to 
$748,000. 


Research directed to potential areas 
and minerals suitable for additional 
joint venture projects will continue as 
an important aspect of the Company’s 
exploration activity. 


Uranium 


The Uranium Joint Venture, in 
which the Company holds a 15% net 
interest, is managed by Norcen Energy 
Resources Limited. Activities are 
centered on substantial holdings in 
British Columbia, Alberta, Northern 
Saskatchewan, Ontario and Nova 
Scotia. 


se 


(Photo: C. A. Krause) 


The Blizzard property near 
Beaverdell, British Columbia, in which 
the Joint Venture has a 70% interest, 
contains what at this stage appears to 
be a significant uranium deposit. This 
deposit has responded very favourably 
to drilling and a program is underway, 
including drilling detail, exploration, 
metallurgy, engineering and 
environmental studies, with a view to 
providing data for a feasibility study in 
1979. 


Some 200 diamond drill holes have 
been completed to date. Analyses 
completed at this time indicate a flat 
zone of uranium values in excess of 
4,000 feet long with an average 
thickness of 24 feet, grading in excess 


of five pounds uranium oxide per short 
ton. 


Drilling is continuing with two 
diamond drill rigs on 100-foot centres 
to accurately measure the deposit. 
Concurrently, a rotary drill is cross- 
sectioning the Tertiary Basin in which 
the values occur, on 1,000-foot spaced 
sections to explore for additional 
uranium indications. 


In the Beaverlodge area of Northern 
Saskatchewan a diamond drilling 
program is planned to start in 
September on ground immediately 
adjoining the Dubyna Lake uranium 
deposit currently under development 
by Eldorado Nuclear Limited. 


Other current major activities of the 
Joint Venture are in the Athabasca 
sandstone basin (50 miles east of 
Amok’s Cluff Lake deposit in 
Saskatchewan), in the Nipigon Lake 
area of Ontario and on holdings near 
Harris Lake in Nova Scotia. 


Tin exploration in the Yukon. Trenching right foreground. 


Tin 

Exploration for tin and associated 
metals, principally tungsten, in the 
Yukon and Northern British Columbia, 


is being carried out with a joint venture 
partner. 


Encouraging results from last year’s 
geochemical reconnaissance in the 
area prompted a major, helicopter- 
supported, regional program for 1978. 
Holdings now include 606 claims 
(some 37,000 acres) in five groups. 
Detailed geochemical and geological 
surveys were Carried out, which 
resulted in the discovery ‘in situ’ of 
cassiterite, the principal mineral of tin. 


Activity in tin exploration in the 
Canadian Cordillera, prompted by 
predicted long-term shortages in the 
metal and its current high price, has 
increased markedly this year. The 
Company has the benefit of having at 
least one year’s experience over most 
of its competitors and intends to 
remain in the forefront in tin 
exploration. A larger program is 
planned for 1979. 


(Photo: C. A. Krause) 


Asbestos 


Nine drill holes were completed last 
winter in this joint venture managed by 
the Company. Partners are McAdam 
Mining Corporation Ltd. and the 
Government of Quebec which 
together must spend $230,000 to earn 
a 50% interest in the claim group, with 
no contribution from the Company. Six 
of the holes over a strike length of 
2,000 feet have intersected 
encouraging quantities of fibre over 
appreciable widths. The core from 
these holes is undergoing testing at 
the Quebec Asbestos Pilot Plant. 
Additional drilling will be required 
before a detailed assessment of the 
economic potential can be made. 


Base Metals 


Three base metal joint ventures in 
Quebec are managed by the 
Company. The principal one, the 
Chibougamau Exploration Joint 
Venture, has entered its third year. In 
the past year two airborne 
electromagnetic surveys were 
completed and field work, including 
diamond drilling, was carried out on 
seven Claim groups. On one, the Belle 
Group, significant diamond drill 
intersections have been obtained in 
three adjacent holes. The geological 
setting is similar to that at the 
Opemiska Mine and encouraging 
values in copper, gold and cobalt 
occur in widths up to ten feet. The 
occurrence is being studied and 
drilling is expected to resume shortly. 


In the Echouani Joint Venture area, 
diamond drilling in the fall of 1977 
confirmed the presence of copper ina 
volcanogenic, massive sulphide 
environment. Work this year included 
a continuation of ground follow-up 
over airborne electromagnetic 
anomalies located in the 1977 airborne 
survey. In addition, a major program of 
regional geological reconnaissance is 
under way to define additional areas 
for airborne surveys in 1979. 
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Drill core showing asbestos fibre 


Ground geophysical work during the 
winter of 1977/78 defined an airborne 
anomaly in the South Chibougamau 
Joint Venture area on which drilling 
has been recommended. 


(Photo: C. A. Krause) 


Iron Ore 


Until such time as the world steel 
market shows signs of recovering from 
its currently depressed condition, the 
Company plans to keep expenditures 
on its iron holdings to a minimum. 


Mexico 


The Company and its Mexican 
partner are currently discussing the 
granting of an option on the 
Washington Mine and other areas to a 
consortium of Mexican mining 
companies under which the 
consortium will undertake an 
extensive exploration program to 
locate additional ore reserves. If this 
exploration proves successful, the 
consortium is expected to bring 
the Mine into production, the Company 
retaining a substantial interest. 


Five Year 
Review 


(Amounts in thousands 
of dollars except per 
share figures) 


Financial Performance 


Sales 
Operating (loss) income on mining operations 
Operating income — oil and gas 
Interest and other income 
Corporate administration 
OPERATING CASH FLOW — positive (negative) 
Write-offs — mining operations 

— oil and gas 
(Loss) income before special item and deferred taxes 
(Loss) income before extraordinary and special items 
Per share 
Extraordinary and special items — (loss) gain 
Net (loss) gain 


Per share 

Capital outlays — mining operations 
— oil and gas 
— exploration 


Financial position 
Working capital 
Shareholders’ equity 
Per share 


Sales Data 

Pounds copper sold — in thousands 
Average copper price — per Ib. 
Ounces gold sold — in thousands 
Average gold price — per oz. 
Natural gas — mmcf 


Operating data 

Tons milled — in thousands 

Copper Ibs. produced — in thousands 
Gold ozs. produced — in thousands 


1978 1977 1976 

$ 6,780 $ 5,906 $ 1,412 
(417) (1,069) (1,746) 
782 616 100 
569 917 778 
489 539 510 
445 (75) (1,378) 
1,292 1,555 341 
294 139 81 
(1,141) (1,769) (1,800) 
(716) (1,083) (1,132) 

$ (0.16) $ (0.25) $ (0.26) 
= (2,912) 555 
(716) (3,995) (577) 

$ (0.16) $ (0.91) $ (0.13) 
612 167 546 
2,104 1,179 287 
748 625 493 

$ 7,282 $ 9,858 $11,877 
29,907 30,623 34,618 
$ 6.85 S701 San 7,02 
6,955 6,386 1,656 
60.78¢ 64.53¢ 55.48¢ 
13 13 3 
$183.41 $133.90 $168.69 
776 847 280 
244 288 45 
6,500 8,369 1,062 
17 14 4 


Notes: 


1. Normal mining operations were suspended in fiscal 1976. 
2. 1975 results only show nine months’ operations due to the strike. 


3. Metal production figures are reported prior to smelter deductions. 


1975 1974 
$14,159 $26,140 
(1,931) 9,185 
1,204 1,118 
607 587 
(1,334) 9,716 
2,142 Said 
(3,476) 6,605 
(2,103) 3,960 
$ (0.48) $ 0.91 
(2,103) 3,960 
$ (0.48) $ 0.91 
3,440 5,353 
183 530 
770 442 
$12,763 $19,920 
35,195 38,391 
$ 8.05 CS sds} 
15,700 25,980 
70.28¢ 85.39¢ 
17 27 
$165.20 $131.96 
137 = 
578 1,265 
12,320 25,660 
15 27 


11 


Management’s Discussion 
and Analysis of Operations 


Comparison Fiscal 1978/1977 


All references in the following 
discussion to the years 1978 and 1977 
are references to the fiscal years 1978 
and 1977. 


The general improvement in 
operating results which started in 1977 
continued in 1978 as the Company 
generated an operating income before 
write-offs of $445,000 as compared to 
a loss of $75,000 in 1977. The loss per 
share declined to 16 cents in 1978 as 
compared to 91 cents in 1977 after the 
special write-down of mining 
properties and deferred development 
amounting to 66 cents per share 
before that write-down. 


The cash loss before write-offs on 
mining operations decreased from 
$1,069,000 in 1977 to $417,000 in 1978 
as a result of increased production of 
gold, higher gold prices, and the 
devaluation of the Canadian dollar. 
The output of gold increased to 17,000 
ounces in 1978 from 14,000 ounces in 
1977 and while ounces sold remained 
the same, the average selling price for 
gold rose to $183 in 1978 as compared 
to $134 in 1977. Revenue from copper 
sales was $4,227,000 in 1978 as 
compared to $4,121,000 in 1977, as 
larger sales of metal more than offset 
the decline in the average copper price 
from 64.53¢ per pound in 1977 to 
60.78¢ per pound in 1978. Copper 
production declined from 8,369,000 
pounds in 1977 to 6,500,000 pounds in 
1978, with greater tonnage coming 
from the better-grade gold areas of the 
Mines. Copper inventory declined from 
2,321,000 pounds at June 30th, 1977 
to 1,865,000 pounds at June 30th, 
1978. In accordance with its 
accounting policy, the Company 


We 


valued the inventory of metals at cost 
in 1978, as this value was lower than 
market, in contrast to the situation at 
June 30, 1977 when cost exceeded 
market value. The effect of this 
difference was to defer some $637,000 
of mining profits into fiscal 1979, this 
amount being the difference between 
the market value and the cost of the 
inventory of metals. 


Operating cash flow from oil and gas 
operations rose to $782,000 in 1978 
from $616,000 in 1977 as a result of 
higher gas prices and increased oil 
production. Sales of natural gas 
declined from 847,000 mcf in 1977 to 
776,000 mcf in 1978 as a result of the 
gas surplus in Alberta. Sales of oil 
increased to 7,300 barrels in 1978 from 
300 barrels in 1977. The value of the 
Company’s oil and gas reserves and 
unproven properties, as estimated by 
independent consultants, was 
$8,545,100 at March 31, 1978 as 
compared with $6,578,300 on March 1, 
1977. Details are set out under the 
heading OIL AND GAS of this Annual 
Report. 


Interest and other income declined 
from $917,000 in 1977 to $569,000, 
principally from reduction in the 
amount invested in short-term 
securities and the lower interest rates, 
but in part from a lesser profit on the 
disposal of fixed assets. 


Write-offs declined from $1,694,000 
in 1977 to $1,586,000 in 1978, mainly 
due to lower production from the 
mines and to a lower rate of 
amortization per ton mined as a result 
of the special write-down of mining 
properties and deferred development 
made in 1977. The write-off on oil and 
gas operations increased as a result of 
the expenditure made in 1978. 


Total funds applied were $3,737,000 
in 1978 as compared to $2,344,000 in 
1977. Of this amount 56% was for 
capital outlays on oil and gas 
operations, an increase of $925,000 
over 1977. Capital outlays on mineral 
exploration rose to $748,000 in 1978 
from $625,000 in 1977, as a result of 
the expenditures on the Blizzard 
uranium property and of the tin 
project. Work commenced in February 
on the Cedar Bay development and 
exploration project for which the 
Government of Quebec granted a 
maximum loan of $891,500 of which 
$460,000 was spent in the year. In 
addition, $98,000 was spent on the 
development of a new gold/copper 
ore zone at the Henderson Mine. 


Working capital decreased by 
$2,576,000 in 1978 as against 
$2,019,000 in 1977, due to the higher 
capital outlays described above, after 
taking into account the loan from the 
Government of Quebec and the 
change from an operating cash loss in 
1977 to a profit in 1978. 


Comparison Fiscal 1977/1976 


The financial results for fiscal 1977 


showed major improvements in terms of 


operating cash flow, with net loss 
before write-offs of $75,000 as 
opposed to $1,378,000 in fiscal 1976, 
consequent upon higher production of 
metals and of natural gas. Mine 
operating losses declined by $677,000 
from $1,746,000 in fiscal 1976 to 
$1,069,000, largely due to the re- 
opening of the Henderson Mine, tight 
cost controls and the continued 
success of the cost control incentive 
plan. The average value of copper 
produced, including sales and 
inventory, was 62 cents per pound as 
against 70 cents per pound in fiscal 
1976. Sales revenue from mining rose 
to $5,906,000 from $1,412,000 in fiscal 
1976. The average selling price of 
natural gas rose to $1.42 from 95 cents 
per MCF in June, 1976. 


Write-offs at $1,694,000 were 
$1,272,000 higher than those of fiscal 
1976, mainly due to increased 
production. Amortization of deferred 
development rose by $522,000 over 
fiscal 1976 to $609,000, as a result of 
milling 288,000 tons against 45,000 
tons in fiscal 1976. Depreciation was 
taken on all assets in fiscal 1977. In 
fiscal 1976, due to the shutdown, 
depreciation was only taken on those 
assets in operation during the year. 


Auditors’ Report 


Copper prices remained low and, as 
a result, the Mines continued to incur 
operating losses. As a measure of 
prudence, therefore, a provision was 
made for writing down the mining 
assets related to the Main and Cedar 
Bay Mines as follows: mining 
properties $175,000, deferred 
development cost $4,435,000, and 
exploration $515,000 for a total of 
$5,125,000. 


Full provision was made for write- 
down of mining properties, deferred 
development and for exploration costs 
related to these mines. No provision 
was made for write-down of buildings 
and equipment as the estimated resale 
value exceeds the book value. This 
provision, after adjusting $2,213,000 
as reduction in deferred income taxes, 
increases the net loss for the year by 
$2,912,000 or equivalent to 66 cents 
per share. Some of this write-off may 
be recovered, either through disposal 
or future profits. Given the uncertainty, 
Management deemed this provision to 
be the wisest course. 


Interest and other income was 
$917,000, an increase of $139,000 
over fiscal 1976, mainly as a result of a 
large profit on the disposal of fixed 
assets. Interest income was 


To the Shareholders of 
Campbell Chibougamau Mines Ltd. 
(No Personal Liability): 


We have examined the consolidated 
balance sheet of Campbell Chibougamau 
Mines Ltd. (No Personal Liability) as at June 
30, 1978 and the consolidated statements 
of income, retained earnings and changes 
in financial position for the year then ended 
and have obtained all the information and 
explanations we have required. Our exam- 
ination was made in accordance with gen- 
erally accepted auditing standards, and 
accordingly included such tests and other 


procedures as we considered necessary in 
the circumstances. 


Note 2 to the consolidated financial 
statements explains that it is expected that 
the Company’s investment in Chibou- 
gamau mining operations will be recovered 
through depreciation and amortization 
charges against future revenue. 


In our opinion, subject to future reve- 
nue from Chibougamau mining operations 
being sufficient to permit recovery of the 
Company’s investment therein and accord- 
ing to the best of our information and the 
explanations given to us, and as shown by 


approximately the same in both years 
as higher interest rates offset the 
decline in the amount invested in 
short-term securities. 


Total investment during fiscal 1977 
was $2,344,000 as compared to 
$1,423,000 in fiscal 1976, with the main 
area of investment being in petroleum 
and natural gas operations. 


Expenditure on oil and gas rose from 
$287,000 in fiscal 1976 to $1,179,000 
in fiscal 1977, representing over 50% of 
all investment. These expenditures 
were partially financed through a bank 
loan. 


Outlays on mining exploration were 
$625,000, $132,000 more than in fiscal 
1976, due to expenditures on uranium, 
tin and coal projects. Expenditures on 
mining equipment and development 
were held to a minimum. 


In total, working capital declined by 
$2,019,000 as against $886,000 in 
fiscal 1976, as a result of the above 
investments and of the operating loss 
before write-offs of $75,000. The 
higher operating income before write- 
offs of $1,378,000 in fiscal 1976 was 
more than offset by the sale of the 
Pennant-Puma shares for $1,689,000. 


the books of the Company, these con- 
solidated financial statements are drawn up 
so as to exhibit a true and correct view of 
the state of the affairs of the Company as at 
June 30, 1978 and the results of its opera- 
tions and the changes in its financial posi- 
tion for the year then ended in accordance 
with generally accepted accounting prin- 
ciples applied on a basis consistent with 
that of the preceding year. 


ARTHUR YOUNG, CLARKSON, 
GORDON & CO. 


Toronto, Canada, Chartered Accountants 
August 15, 1978. 
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Consolidated 
Statements of Income 


and Retained Earnings 


(stated in Canadian dollars) 


Campbell Chibougamau Mines Ltd. 


(No Personal Liability) 
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Statement of Income 


Revenue: 
Metal'Sales2..csnscste. icSu.idansicesctaaeads cesses ices cen coat neoee hoor cero e meee eee cee eeaeeeeteee 
Petroleum/andinaturallgas:sales Pateccrcreccetee aecet anes eee eee eestor 
Walvclgetoiars late ey dat=) ali alete) st=earecanencneacnrcrnsconnoost. osha soncconncossooecncacgadebasaboooauddiconocoddee 


Operating expenses: 
Mining Operation sceecccessnsecste eter stra san ceceeun san terecane serene nc cote Meeeenae ce ettee toeenneets 
Petroleumpandimnatural/ gas Operations ereaccrestestttesmeeeeerer stare eee eens ereneeeer ers 
Gorporate:admihistration is ne eeree ccc eee 


Operating income (loss) before the undernoted items .....................:csseeeeeee eee eee 


Write-offs: 
Mining operations — 
Depreciationiand depletion carte tee cere reece ere care ae eee aren ee eeneeres ects 
AmontizationlofiaevelopmentiCOStsimemeenateee esate tenet erase eee ee eee 


Petroleum and natural gas operations - 
Depreciationtand depletion aecancc-ccae eee eee See eee 


Loss before special provision for write-down of mining assets and reduction 
in deterred. income taxes and! mining! Cuties sec ee nee eee 
Special provision for write-down of mining assets (note 2) ...............cceeceeeseeeeees 


Loss before reduction in deferred income taxes and mining duties ................. 


Reduction in deferred income taxes and mining duties (including $2,213,000 
in 1977 relating to special provision for write-down of mining assets) ..... 


Netiloss: for Ine yeatrecn crcscace crac as scate see eee nae coe a Se eee Re an ce en 


Loss per share before special provision in 1977 for write-down of mining 
assets and related reduction in deferred income taxes and mining duties 


Net loss per share for the year 


Statement of Retained Earnings 


Balance at beginning of year 
Net loss for the year 


Balance at end of year 


(See accompanying notes) 


Years ended June 30 


1978 


1977 


(in thousands) 


$ 6,780 
940 
569 


8,289 


eons 
158 
489 


7,844 


445 


$17,518 
716 


$16,802 


$ 5,906 
692 
Oia 


Yous 


6,975 
76 
539 


7,590 
(75) 


$21,513 
SESS 


$17,518 


Consolidated : : 
Siaiementol changes Campbell Chibougamau Mines Ltd. 


in Financial Position 


(stated in Canadian dollars) 


(No Personal Liability) 


Years ended June 30 


1978 1977 
Source of funds: (in thousands) 
Operations — 
Operating income (loss) before write-offs, special provision and deferred 
income taxes and MINING GUtIOS....c.c52:.c seer ceeeccececenccessdeeesescececssessaseece $ 445 $ (75) 
Less gain on sales of fixed assets included in operating income............... (140) (174) 
305 (249) 
Proceeds of loan from Province of Quebec (Note 5) .......ccccececescececececeseeeevececscseeees 604 
PROCRCOSALOMMDANKGIOA mre eget nano mn Roni te, re had tse Ne nee mee 322 
PLOCCCUS OlUSdles, OLTIXEC ASSETS cee cvcecesdsninscecee snctecn tect ey ee AY onan Ue ee, 252 202 
fotalsource of funds ceccse eres ee ces ee eee crete 1,161 325 
Application of funds: 
Petroleum and natural gas operations — 
Expenditures on leases including exploration and development costs .... 1,886 879 
PULCMASeCSIOLeQUIDIMEN teettertnnt snore ere eee cre tee nein sr tane sea eeanadeersemeerea tee: 218 300 
2,104 1,179 
Mining operations — 
Miningipropentyaplantiand CQuipme mimes: secteceacts--teeeseeccoseeeeeeees eee 139 eS 
DeferredidevelopmentiCOSts tessrercccstectternscseeeseccte mea teearces. taseeacecedueatectusaees 473 12 
612 167 
ExplonatiOgexDemGituneS cc stesnrcnsetmenssrte ste. ceceiacceusnocdaceresesenatneinesiedmeeeasaesosce 748 625 
Red UCONN IONG=tenmMideDtiearercascrcatcecsoatsssimses. ces seceuecovieccenctescnsneondeesse asa. 202 153 
Investments in and advances to associated and other companies ............... 71 220 
Total application Of UNS 2.....0.5.5255.0.5...cccecct sent sensavenseabateahees SSA 2,344 
Decrease in working capital during the year 0.0.0... eeeeee eee eteeeeeeeeeeanneeeees 2,576 2,019 
WVGEKING GADILalsDEGINMING Of VOOM i oc.0...2ces.scsesedsug canoe sonar cdeeunusey cuuneesreaarnygibeatan 9,858 11,877, 
WV OERUICMEA DLAI MeNIC Ol, YOON a-oesrcercer ancrtas catoatonsistn<nnatsanness"acasesepedenFietaceeraanerneastrnns $ 7,282 $ 9,858 


(See accompanying notes) 
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Consolidated Balance Sheet 
June 30, 1978 


(stated in Canadian dollars, with comparative figures at June 30, 1977) 


Assets 


Current assets: 


Gashiandishort-terminvestmentSimecee cee esate eee 
Accounts: receivablescanicatrscscor cscs: ccascenieccneeneree ec creerere eetere 


Metals in process (estimated net realizable value — $3,030,000; 1977 — 


$2,232,000) 


Mine and mill'suppliGSieess eee eee eee oe eeee een 


Investments in and advances to associated and other companies (note 3) .... 


investments in mining operations (notes 2 and 4) ..................... 


Investments in petroleum and natural gas operations (note 4) 


(See accompanying notes) 
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1978 


USTs 


(in thousands) 


$ 4,009 
1,327 


2,393 
1,484 


9,213 


2,689 


Vo VS 


4,219 


$33,278 


$ 6,593 
1,410 


2,232 
1,624 


Wil eee 


2,621 


17,198 


2,409 


$34,087 


Campbell Chibougamau Mines Ltd. 


(No Personal Liability) 
(Incorporated under the Quebec Mining Companies Act) 


Liabilities 


Current liabilities: 
Accounts payable and accrued liabilities ........:. 26. ccccosencccccccascactesneanaresosevns 


Deferred income taxes and mining duties ...............000000...ccccccccceeceeeeeseeeeeeenees 


Long-term debt: 


PrOvIncerOQUueDeG:(MOte1S) meresantne cette tte cect ate ctr er RR eR 
ERNE) cal grees eae ee es eet ie cr, SAR Be NY. eo oa a oda ae toes ale ema 


Shareholders’ equity: 


Capital stock — 
Shares of the par value of $1 each (note 6): 
Authorized — 
5,000,000 Class A shares 
500,000 Class B shares 
Issued and outstanding — 
APAS3 OliaGlassiAanG Bishan Smeereteeateneae te nene eee eee 
Contributedisurplusc— premillmpOmiShaleS mrcsetesseesesese cece eeeerc ese eeeeee eee 


RETAIN CICALIINGS Keer se cece cee eee eretee ears cee eae cmee csi sn skatnahatacecnermeacgdtataiie 


On behalf of the Board: 


JACK N. BLINKOFF, Director. 


CHARLES L. McALPINE, Director. 


1978 


1977 


(in thousands) 


$ 1,931 


869 


510 
61 


571 


4,483 
8,622 


13,105 


16,802 


29,907 


$33,278 


$ 2,001 


1,294 


169 
169 


4,483 
8,622 


13,105 
17,518 


30,623 


$34,087 


ahr 


Notes to 
Consolidated 
Financial 
Statements 
June 30, 1978 
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1. Accounting policies 

The following is a summary of the more significant account- 
ing policies followed in the preparation of the consolidated 
financial statements: 


(a) Basis of consolidation and accounting for investments — 
The accompanying consolidated financial statements 
include the accounts of Campbell Chibougamau Mines Ltd. 
and its subsidiaries, CCH Resources Ltd. and CCH 
Resources Inc., both 97% owned oil and gas companies. 


The investment in Chibougamau Mining & Smelting Co. Inc. 
in which the Company has effective control but not majority 
share ownership is accounted for on the equity basis under 
which the carrying value of the investment reflects the cost 
thereof adjusted by the Company’s share of the accumulated 
deficit. Other investments are accounted for on the cost 
basis. 


(b) Metals in process and recording of metal sales — 
Metals in process are valued at the lower of cost and net real- 
izable value. Cost includes direct labour, supplies consumed 
and the proportion of administrative expenses that relates to 
mining operations but does not include depreciation, 
depletion and amortization of related mining assets. 


The sale of metals, less certain smelter deductions, is 
reflected in income three months after arrival at the custom 
smelter which is the normal time period required to smelt, 
refine and sell the metals contained in the concentrate. 


(c) Write-off of mining assets — 


(i) Depreciation of buildings and equipment is largely com- 
puted on the straight-line basis at a 6% rate. 


(ii) Depletion is provided on mining properties at a rate per 
ton milled determined by dividing the total undepleted cost of 
the properties by the total of proven and probable ore 
reserve tonnage. 


(iii) Development costs are deferred and charged against 
income at a rate per ton milled computed by dividing the total 
of unamortized development costs and anticipated future 
development costs by the total of proven and probable ore 
reserve tonnage. 


(iv) Exploration expenditures are deferred by specific project 
and are written off if the project is abandoned. 


(d) Accounting for petroleum and natural gas operations — 
The Company follows the full cost method of accounting 
whereby all costs related to acquisition, exploration for and 
development of oil and gas reserves are capitalized and 
depleted by a composite unit of production method based on 
total estimated proven reserves. 


Depreciation of production equipment is provided on the 
straight-line basis at rates varying between 5% and 20% which 
are sufficient to amortize the cost of the assets over their 
useful lives. 


(e) Income taxes and mining duties — 


The Company follows the tax allocation method of providing 
for income taxes and mining duties based on income 
reported in the accounts. Taxable income may differ from 
reported income principally as a result of claiming capital 
cost allowances and development expenditures in amounts 
different from depreciation and development costs written 
off against income each year. The accumulated effect of 
these timing differences is shown in the consolidated bal- 
ance sheet as deferred income taxes and mining duties. 


(f) Earnings per share — 

The computation of earnings per share is based on the 
weighted average number of shares outstanding during the 
year (4,368,444 shares in 1978 and 1977) after reflecting the 
deduction of the Company’s pro rata interest (note 3) in 
those of its own shares held by Chibougamau Mining & 
Smelting Co. Inc. 


2. Mining operations 

In the financial statements for fiscal 1977 it was deemed pru- 
dent, in light of existing metal prices and other factors, to 
make full provision for a write-down of property costs and 
unamortized deferred development and exploration costs 
related to the Main Mine and Cedar Bay Mine. The carrying 
value at June 30, 1978 of the Company’s remaining investment in 
mining operations in Chibougamau amounted to approximately 
$13,570,000 and is represented by fixed assets and deferred 
development costs. It is expected that such amount will be 
recovered through depreciation and amortization charges 
against future revenue. 


3. Investments 
Investments in and advances to associated and other com- 
panies consists of the following: 
Direct Carrying value 
interest 1978 1977 
(in thousands) 


Chibougamau Mining & Smelting 


Co. Inc. — 

Shares 42% $1,213 $1,216 

Debentures 397 397 
Cia. Minera Trans-Rio, 

S.A. de C.V. — 

Shares (unlisted) 24% 65 65 

Advances 847 785 
Other (unlisted) 167 158 


$2,689 $2,621 


The quoted market value of the Company’s investment in 
Chibougamau Mining & Smelting Co. Inc. (‘C M & S”) at 
June 30, 1978 was $640,000 (1977 — $407,000). The Com- 
pany’s equity in the book value of the net assets of CM & S at 
June 30, 1978 was $853,000. This amount does not neces- 
sarily represent the present value of the Company’s share of 
the underlying assets which are comprised mainly of market- 
able securities, mining claims and deferred expenses. The 
carrying value of the marketable securities held by CM&S 
includes $242,000 at June 30, 1978 (1977 — $242,000) repre- 
senting the Company’s pro rata interest in shares of its own 
capital stock held by that company. 


4. Investments in natural resource properties 


_Investments in natural resource properties and expenditures 
thereon are as follows: 


1978 1977 
Accumulated 
depreciation, Net Net 
depletion and book book 
Cost amortization value value 
(in thousands) 
Mining — 
Properties $ 5,797 $ 5,061 $ 736 $ 754 
Buildings and 
equipment 18,321 12,677 5,644 6,391 
Deferred 
development 17,786 11,289 6,497 6,436 
$41,904 $29,027 $12,877 $13,581 
Exploration 
expenditures 
on base metal, 
iron ore and 
uranium 
properties 4,280 3,617 
Total invest- 
ment in 
mining 
operations $17,157 $17,198 
Petroleum and 
natural gas — 
Lease rights 
including 
exploration and 
development 
costs related 
thereto $ 4,112 $) 056) $73,556) $) 1,928 
Production and 
other 
equipment 757 94 663 481 
Total invest- 
ment in 
petroleum 
and natu- 
ral gas 
operations $ 4,869 $ 650 $4,219 $ 2,409 


5. Loan from the Province of Quebec 

In February 1978, the Company entered into an Agreement 
with the Province of Quebec whereby the latter agreed to 
loan up to $891,500 to the Company for ore reserve develop- 
ment and exploration expenditures at the Cedar Bay Mining 
Division. The interest rate on the loan is 5% per annum. 


Funds advanced during the year amounted to $604,000. Of 
this amount $94,000 was advanced for the purchase of equip- 
ment and is repayable in the 1979 fiscal year. The balance of 
$510,000 was advanced for development and exploration 
work. Under the terms of the Agreement with the Province, 
this amount and interest thereon is repayable only to the 
extent that operating profits are earned from mining at the 
Cedar Bay Division and then only to the extent of 30% of such 
profits per year. Under the terms of the Agreement, the Com- 
pany undertook to maintain the Cedar Bay and Henderson 
Mining Divisions in operation until May 14, 1979 and Septem- 
ber 30, 1978 respectively, except in certain circumstances. 


6. Capital stock 

The Class A and B shares are interconvertible at any time 
and are similar in all respects, including dividend rights, 
except that dividends on Class B shares may be declared on 
a “‘tax deferred’”’ basis payable out of ‘1971 undistributed 
income on hand” (“‘UIOH’’) (after payment of a 15% tax 
thereon) and ‘1971 capital surplus on hand” (‘‘CSOH”’) as 
those terms are defined in the Income Tax Act of Canada. At 
June 30, 1978, UIOH and CSOH were approximately 
$7,900,000 and $11,600,000 respectively. The right to pay 
“tax deferred’’ dividends terminates on December 31, 1978. 


At June 30, 1978, the issued capital consisted of 4,377,703 
Class A shares and 105,314 Class B shares (1977 — 
4,336,973 and 146,044). 


7. Litigation 

The Company is a Defendant together with other companies 
in an action in the Superior Court of the Province of Quebec 
claiming an injunction to restrain Defendants from any fur- 
ther activities in certain of the areas in which they operate in 
the Province of Quebec and various amounts of damages, 
$1,540,000 in the case of the Company, based on alleged 
environmental contamination and interference with alleged 
rights of the Cree Indians. The action is being contested and 
Counsel for the Company is of the opinion that the Company 
has a valid substantive defence to this action. 


Summary of American Stock 
Exchange Sales Prices 


Class ‘A’ Shares 


Quarter Ended High Low 
September 30, 1976 4-1/2 3-1/2 
December 31, 1976 3-5/8 2-3/4 
March 31, 1977 3-15/16 3 
June 30, 1977 3-15/16 2-13/16 
September 30, 1977 3-5/16 3-1/8 
December 31, 1977 4-3/8 4 
March 31, 1978 3-13/16 3-3/4 
June 30, 1978 6-5/8 6-1/2 


In March 1975, all common shares were reclassified into 
Class A shares with the right to convert on a share-for-share 
basis to Class B shares. Comparatively few shares were 
converted. Class B shares are not traded on the American 
Stock Exchange. 
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Senior 
Operating Staff 


Mining Operations 


J. Gordon Strasser 
Vice-President and General Manager 


Jean C. Rouvier 
Assistant Mine Manager and Chief Engineer 


J. Yvan Coté 
Superintendent of Metallurgy 


Lyall W. Chapman 
Production Superintendent — All Mines 


Fernand J. Lemieux 
Mine Superintendent — Cedar Bay 


Enrico Boiocchi 
Mine Superintendent — Henderson 


A. James Margolis 
Chief Accountant 


W. Baxter Goss 
Manager — Systems and Data Processing 


John Oelsner 
Mine Accountant 


René Martineau 
Manager — Personnel 


Laurent Nolet 
Superintendent of Maintenance 


André Cauchon 
Mill Superintendent 


Leo Cété 
Chief Mine Geologist 


Dillon Tanguay 
Master Mechanic 


Marcel Rouleau 
Chief Assayer 


Gilbert Lamarche 
Mine Purchasing Agent 
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Oil and Gas 


Hugh Mogensen 
Vice-President 


Peter Podmaroff 
Chief Engineer 


Exploration 


Toronto 
Charles A. Krause 
Exploration Manager 


Chibougamau 
Gordon Ford 
Resident Field Manager 


Dr. K. Sethuraman 
Chief Research Geologist 


Mexico 
Alfonso Daco 
Chief Exploration Geologist 


Executive Office 


Paul A. Quigley 
Executive Office Accountant 
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